Gain on Issuance of. United 
-. Retail Group Stock 


Provision for Income Taxes _ 


Net Income © 


fe mont CADR 1% 


roperty and Equipment, net”. 
“Other Assets ; 


Baquity - 
Current Liabilities - fo ont ee 
"Accounts Payable - Bean 
‘Accrued Expenses 


Other Long-Term Liabilities 
Shareholders’ Equity 


Total Liabilities and Share 
The accompanying Notes are an integral part of these Consolidated Financial Stattinents : 


Consolidated Statements of Shareholders’ 


- (tousands) 5 


s& Other : . 
~ TT Cash Dividends 
Warrants ‘Issued for Acquisition. 
Balance, January 30, 1993 | 


. Cash Dividends - * en 
Purchase of Treasury Stock eT ee 
5 itions & 1 <= 


Other 


189,727 


AND SERVICE. 


(101,141). | 

14,579 

1”, 1,876,792 
455,497 
101,730) 
16,809 


: (101,141) 


7 - Zi 


1,783,02 
; 455,497 
(101,730) 


67,617 . 
390,999 
(130,681) 
(93,328) 
6,686 
$2,441,293; 


(130,681) 


(93,328) 


_ $2,397, 11 


4 
° 


Vines 2 eee 
eae 
| (130,681) | 
are Se 
Dao erie 
| $2,397,113, | 


f ' 


A ; Consolidated Statements of Cash Flows 7 


(thousands) , 


Impact of Other Operating =| 
‘Activities on Cash Flows : 


Depreciation and Amortization 
Special and Nonrecurring Items 


| 


sizlz 


Net Cash Provided by 
. Operating Activities 


Capital Expenditures rs rr 


Net (Repayments) Proceeds of 
Commercial Paper Borrowings 
and Certificates of Deposit 


Purchase of Treasury Stock « ; 
Stock Options and Other 


“| Net Cash (Used) Provided 
a | by Financing. Activities 


Net Increase In Cash and Equivalents 
guivalents, Beginning 


The accompanying Notes: are an integral part of these Consolidated Financial ‘Statements 


a 


: Cash Flows from Operating Activities . : 


| __.271,383 | 246,977 | 222,695 || 
“asin |. - | 
eae 
(65,536)" 
(144,884) 
8,792 
30,371 
20,89 


134;128 475,637 


eee ata 


eee 
ee ues 


(219,534) 


| 82,369 _| 
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a 


(18,750) 


oy 


(322,119) 223,312 


E 
E 


"14,579 


_ 86,750 


a 
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RESPONDING TO THE MARKETPLACE. 
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-- Think again. 
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-cWwomen, - 


‘ : ‘ 


_ menand girls. 


2ersonal care 


products. ......... 


we 


‘In 1993, we ‘increased our sales 8% 
from last year, excluding Brylane sales in both periods, - 
“and our net income was $391 million. We accomplished’ 
“much, but we did not meet our goals. aes 


*. 


; . Our women’s apparel businesses suffered | through. 

a difficult year and fashion cycle. Mike Weiss and: 
I are very focused on our worhen's businesses, and 
are doing our best to get them back én track. We've 
madé ‘some progress, which our customers can areidy see in our stores, 
but'we have more work ahead of us. ‘We'll all need, to work harder and 
smarter to improve the merchandise fashion and quality, 


e 


For our lingerie, ‘men’ S, personal care and pirls’ 
businesses, last year was an incr edible SUCCESS. Our non- 
women’s apparel businesses generated sales in excess of $2.3 billion, an increase 

- of 27%, and contributed moe than 40% of The Limited Inc’s pre-tax earnings. 
A number of these businesses set new records and, in fact, set new standards of 


achievement for us and perhaps even the entire retail industry. : 


© Victoria’s Secret Stores doubled last Fall's Operating income and had the highest 
— income of ad division for the: year; 


} ne were up sigitlicantly, and We believe its operating pont tale Way the 
‘highest i inthe men’s indusyy, ? 

Se aT EI An 

® Abercrombie & Fitch Co. delivered a very sinung hulidas season and its 
profit for the full year: 


Hust operating 


© The Limited Too, our girls’ business, had significant cumpatable store sales g, 
"also achieved its first-ever prof in 1993; 


wins and 


© Bath & Body Works, our personal care products division, achieved sotipabile store 
sales and an operating income rate that were the highest in the Company 


Several years ago | believed that it was possible to create a large busi- 
ness of at least $10 billion in sales at 10% after-tax profit margins. This goal 
expressed my dream and | attached numbers to it, so that we could quantify and 


measure our progress. 
2 


TELL US EVERYTHING WE NEED TO KNOW, 


a ee ee 
a ee It was intended ostretch our imaginations, - 
to challenge us to think in fresh, creative ways, and to INSpire us to. 
-jrivent- businesses: that have never existed. Like our commitment to our cus- 


tomers, this dream has not changed. 


“Our plan: | 

: ne oa . : : 6 
deem 1 want to set forth in greater detail our plan to achieve 10% after- 
tax profits by the end of the decade. First, 1 think it is important 
to lay out financially how we plan to get there; then I'll address 
"the operating strategies we believe will deliver those results. 


we've made the modest assumptions that we 
cunipounded same store sales gains 
n-women's apparel 


In financial terms, 
can achieve single-digit 
over the next several years, and that our no 
s similar to Express and Victoria's 


businesses will grow at rate 
expect that nearly 


980s. Using 1992 as a base year, we 
three-quarters of our gain in profit rate will be generated by these businesses 
they have the potential to be more profitable than the 
they will begin to Jeverage their 
id result from lever- 


Secret Stores in the I 


for two related reasons: 
women’s apparel divisions and, of course, 
ce of the profit rate improvement shou 


expenses. The balat 
arel businesses as sales grow. 


aging the expenses of the women’s app 


It is important to make one final financial point: earning 


10% after-tax is not predicated on increased prices and initial markups. The 
goal will be achieved by QrOoWINg all of ou: businesses to their potential. 

. : ty 
. Our operating strategies to accomplish this goal rely 
on three basic principles that are fundamental to how The Limited, Inc. will do 


business in the 1990s: ; 


1. Listen to our customers, both internal and external, 


y 


and focus our efforts on satis ying them. 
” so we can constantly improve Our 


2. Become a “learning organization,’ 
our posiuion as a leader in our tndu 
] strength necessary to embrace 


effectiveness and maintain siry. 


» Maintain the financia 


change and to grow the business. 


- There 4s a difference between notion i motion.. dreams dou 


1) Listening 
Our first principle, listening to our. customers, is the foundation: 


of our business, because they are always telling us everything we need to know 
to satisfy them. ..We just have to stay close and listen. 


“ 


aa 


In 1980, our customers led us to experiment with a riew department 
called The Limited Express. Some people outside the business believed we 
were making a big mistake by creating a business which would compete with 
The Limited, yet in 1982 we made Express a separate business. By listening to. 
our customers we did what was right, and Express is now our largest 
division. Clearly, we were responding to new and changing trends. 

. As an associate, this shouldn't’ be surprising to 
you, as-you've been working to satisfy your customers since the first day you 
joined our company. You already know that we've based all of our growth on 
providing fresh and new fashion ideas, with the quality our customers demand 
and the value they deserve. | 


We always dream of new ways to satisfy our customers and 
new ways to do business. For*example, we started Express Man because we 
noticed men were buying oversized women's sweaters at Express. That business 
became Structure in 1990, and their sales could hit a billion dollars faster than 


any of our other businesses. Let me give you some new ideas we're consider Un: 


© Catalogues at businesses like Express or Abercrombie & Fitch Co.; 


Ee ene 
© The selective expansion uty international retailing of a business like Bath & Budy 
Works or,Victoria's Secret; 


rune 


© New uses of televisiun and uther media, such as the advertising we've already 
launched for Victoria's Secret Stores and Express; 


© Better glubal sourcing that.uulizes ihe best resources worldwide and gives us a 
Competitive advantage in both quality and value. 


* 


just happen; people make them into reality, and the responsibility rests on 
our shoulders to make these and other dreams come true. This means we must 
not only create new ideas and think them through but, if we think the ideas are 
worthwhile, we must execute them to as close.to perfect as possible. 


ah. 
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?THE BEST WAY TO PREDICT THE FUTURE 1S TO INVENT | 


2) Learning | 


_ Our second principle Is to ‘baconte a “learning PY Aine 
Developing associate skills and careers is critical to our future growth and suc- 
cess. and we recognize the need #5 transfer knowledge and ideas across our 
business. In 1993, I asked Arnold Kanarick to begin npn preeraans to 
‘support your hard work, creativity and i initiative. 


' 


. 
Be” vs E Our challenge mow is to 
learn how to use thie experience of a 30-year-old 
company, and to combine it with the dynamism, cre- 
ativity and excitement of 13 different retail and cata- 
logue businesses with an average age of 9 years young. 
There is no model for a specialty retailer of our size, 
Iet alone the size we aspire to be. That's: why we've set - 
a goal thats alihost out of reach, so. that we stretch 
beyond our individual,comtort zones. We will grow. 


And it is why learning is not only important but a crucial 
tool for our future, We are partners in inventing that future and our growth. 


* 


For example, we must share 
“best practices” and Knowledge between departments and busi- 
nesses. In tact, we should never be so resticuive pr insular in our thinking ‘that 
we fail tu learn trom cach other, other retailers of other industries, Similarly, I 
firmly beheve thar every body must be not only a teacher and coach, but also an 
active “learner” We van all learn from each other, no matter what or where your 


career is, ur Whial you aspire to be, 


The opportunities fortearning must be kept open and alive, 
. an ee 


or created where they don't yet exist. 


We've clearly learned that teamwork is key to 
responding to the marketplace vf the 1990s. It is Why .we re emphasizing success 
and teamwork in this annual report, at our annual meeting and within each 
business at their quarterly briefings. Because we expect tv double the number of 
associate/partners within the neat ten years, we're recruiting new associates with 
* an eye to their long-term potential — associates who best serve the tastes and 
needs of our customers, and who can operate as part of a successful team. 


#f 


3) Financial Strength 


Financial strength and. stability is our third” principle, 
because it gives us the freedom to implement 
"what we've learned from our customers, Ken 


Gilman and I have always believed that real 
financial. strength, combined with current, : 
; tightly controlled inventories and expenses, isa 
‘must, It is why we have worked to be one of the 
finaricially strongest businesses in America, by - ae 
_ most any objective financial measurement. 7 t 
Let me give you one measure of that strength: Moody's 
and Standard and Poor’ are independent financial credit rating agencies; and ° 
they rate us ‘AT and ‘A respectively, We've all worked hard to earn these — 
grades, and they're just one of the reasons why [am confident that our business 
can achieve our goal of 10% after-tax net income. Here are more facts: 
© Our debt-to-equity rao is 27%, indicating that our debt is small relative to our 
— base: 
1 


edna Sale ol 


© The funds we generate tum operations are enough to cover our interest charges 
15 tunes over; 


© We generated over $200 Malin Wi cash available tor operating activities (that is, net 


income plus deprecation aid amortization, minus capital expehditures and dividends), 


demonstrating that we hase seguulig ant cash to seinvest in the operations of the business; 


© Our ratty uf cash flow to capital eapenditures way over 150%. 


In vur business, nothing is permanent anid everything must be 


re-thought and reconsidered. The only constant ts vhange, and the best way to ° 


predict the future ts ty invent it. Our financial goals require each of us to think 


differently, and to suetch:..s0 that we are in tomorrow when tomorrow comes, 


In a sentence, what mattered in 1993 is that 
we re-committed ourselves to constantly changing, uniproving and thinking: 
* again about every aspect of our business. 


o 


6.5 : - : 
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2EVERVBODY MUST NOT ONLY BE A TEACHER AND A COACH 


do, to invent. and to explore. 


What matters: | es 
What matters now Is that we work as real partners in this 


process of moving ourselves and our business into the future, toward. ever 
greater levels of achievement. When each day i is over, it is important and fair to 


-ask ourselves if we have helped to move our career and our company : forward. 


What matters is that we focus on our customers each and 
every day, because’ he ind she will tell us if we've embraced change effectively. 


That's why this annual report is about teams. of associates that have already - 


made a difference. They provide all of us with examples of what we can do. 


What miatters is that all of us must constantly 


explore, think, create and then think again. We can't just do what needs to be 
done, or eveinjust do it better...we must think about those things we have yet.to_ 


re you think you are done thinking— think again, 
because the future will -be even better...full of greater challenges, promise and 
opportunity. The best is yet to core. ’ 


LESLIS H. WEXNER, Chairman 
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>WE.FOCUS ON CUSTOMERS EACH AND: EVERY:DAY., BECAUSE: - 
J. ~ : : : i aa e _ 


>? 


: Maximizing ees our busines and our seis 


We had a very strong knit business and: a great jeans 
ines in: 93 That's where our customer sees us as the aitthority, 
and where. we had’ our key wins. But ‘we didn’t maximize the 


o total business —we weren't perfect ° 


bows Sees ; Thats why we're really bearing down 
‘on our Express sub- brands i in those core categories, Last year, we 
expanded our base: of preferred customers, and built special offers 
and events around Express: Tricot, our knit sub- brand, and ‘Express 
iTeine “We also launched’a national advertising campaign, bringing 
the Express message to more people than ever ‘before. We saw what: 


works, what pulls customers into the store. 


Our people: dive our wiles too. One sign of how good they are: a 
total of 1,354—almost 1/ 3—ir our full-time associates were 
" promoted: last year, both within. Express and to other divisions. 
These. promotions are corporate synergy in motion: 


In ’94, we'll be & S AED ing from our 


successes — and our: missed ‘opportunities — and. applying those 


lessons every day. We're aiming for record-breaking wins. 


PAMELA MoCONATHY, President 


A winning district: For several years, our WestCoast region— 


ca nearly 100 stores Jn California; Washington, Oregon and Las. 


Vegas — was an-underdog, working hard in a tough environment; 
By setting high’ goals, developing ‘specific strategies and systems, 
and providing associates with clear career paths, the region tumed 
_ around. in '93. ‘Large stores that were lumbering ‘around surged in 
salés;.new stores excegded plan. For seven month, | the region was our top producer ~ the 


Kr 


’ first time aver! i 


‘ 


_ We just racked our brains to get customers. Fashion shows, coupons at - 
hotels — anything to get the customer into the store. 
Becky Halstead 


We gave our-stores something to work for, goals and lists-all the time, and asked 
specific questions. We kept-people focused on what matters in the business. — 
Kathy Starkey 


“After the earthquake, all of my people took care of each 


other, We really have a district ego — we're not nine separate stores, but one 
successful district. 
Maureen Sellheim 


We always have Plan B — to instance, knowing what your next presenta- 


tion will be when you sell out what's on. the table. And back-up associates to 
move up when a good person gets promoted. 
° “Kristin Heinrichs 


The balance now includes more visual. Showtime's at 10.a.m, but from 8 to 10, 
the visual presentation gets a lot of attention. 
Heather White 


"We know the difference between, letting business happen...and: 
making it happen. 
Gitta Gilkyson 


Mary Jo brought us a winning attitude. 
Kim Cramer 
a 
You guys are just being nice because it's review time. 
Mary Jo Pile 
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“Lemer New York 


' “What matters? 


‘ ake 


by, Babess More precise testing for Fall °93 gave us 
te Conviction to order more than a dozen of our best 
sportswear items aggressively. We had incredible results — our 
largest-unit sweater ever, our: largest- unit pant and two of the 
strongest cut-and-sew tops we've ever had. 


We also developed a presentation 
and: marketing format that conveys conviction and coordination. 
You see it most clearly in sportswear, but the whole. store looks 
focused and powerful—and it’s still “shoppable.” The customer 
responds to our clear fashion/value message because her attitude i is 
that it’s smart not to spend a lot of money on apparel, if she can 
come out looking great and with good quality. 


But you can't count on momentum in this business. 
You've got to earn it every day in every store. Our team really rose 
to the occasion and muscled it through Fall 93, which was a 
tough season for us. 


BARRY AVED, President 
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2SUCCESS BEGINS WITH KNOWING YOUR CUSTOMER... 


‘ 


Fashion direction: In April ’93,: our Cut and Sewa Knit Tops 

team made its first trip to'Hong Kong for 10 consecutive’ days of. 

planning. .culminating in an 18-hour brainstoi ing sess gn. The 

result was fot just finding key its -—for Fal the, 

__ (brushed) flat-back knits, especially t mpck turtlai - y 

setting an entire fashion direction. Exe alent. commun tion and cooperation “saliva mers. 
chants, planners and production paid off: the team. bidught in more than a 30% increase in 
category sales and a margin improvercieht to boot, and became the core of our growth in 
power outtit pane: ing . : 

an Zz 

; Wed “ . 
Pigment dye was a great look, and made a great key item, but we ran into last- 
minute production problems.'The-team really scrambled, fixed the problems 
and produced a great product. : ; 


Stacey Speck ; @ 


We kept looking for the perfect neck for the peached mock. | tried on sc many 
samples that | had a headache for three days. 24 
ea Amy Bobkoskie 
/ 
What was different this year, was that we had the right merchandise flowing in 
at the right time. ; . 
’ Narine Ranglal 


The biggest shock to me was the peached mock. | never 


knew an item could blow: out the door the way it did. But we never ran a week 
ona a major color without having the inventory we needed. : 
‘Paul Heim 


1 


the merchandise flow was endless. Youd think youd gotten everything . 
off the screen, and at 4: 30 theretd be another 300,000 units that just came in. 
‘We just worked fom when to whenever, 

“Ronald Resnick 


We were successful because so. many people here have been with, the 
-ompany $0 long, and they've been alla They understand the business 
from the bottom. - ; 

Stacie McDonald 


nrrae 


The Limited 
years young 


, 
Look; I'ma Clothes hanger} Get itt 
 Actlothes hanger? Get it? - 
- . oY : 
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It's coming from wa ee? 


: v3 See 
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The Limited vit matt 
‘What I find most energizing and difficult about retailing is that 
no matter what the duration ‘of a company’s history, we have. the 


opportunity to enter each new season as a New business. The 
Limited understands this, and we thrive on it. 


. Our dress team proved it in ’93,_ 
by coordinating our merchandising and by presenting outfits 
in an authoritative way. And we made real progress 
fine-tuning the merchandising calendar, and recasting our plan- 
ning and allocation. % 
4 

When we know who our customer is, keep focused on her, 
put our best plans into action...by translating them into garments 
on hangers and outfits that she wants to wear and can afford to 
buy...then we are doing our jobs: 


This is happening at The Limited thanks to 
the.hard work of every associate. Everywhere I look, d see talented 
people working together with a common, shared vision. We 
understand the importance of a clear point of view. We have the 
ability, the drive and the people. This business can win. 


MICHAEL A. WHISS, Vice Chairman 


Dresses and successes: Customer attitudes toward dresses 
were changing, and that gave us an opportunity to develop a full, 
exciting, sportswear-oriented assortment. Everyone gave ideas, 
telling the merchants about hot dresses they saw over the week- 
end. After early tests, the team tumed in a record-breaking perfor- 
mance in Spring '93, with a 50% increase In dress sales.;.and a 
90% jump in profits. Just as important, people saw that they couldn't do it all on their own. 


My second weék on the job, | went to Hong Kong. We had great meetings, 
very differant from what | was used to— people were supporting what 
we were doing. 

Laura Tucker 


We sold just about everything we put out on the floor This assort- 


ment was incredible. 
Sandy Mora 


| had to make sure the merchandise was ticketed before it left the Distribution 


Center. Quick turnarounds were needed, but every day | could see results. 
Marty Adams 


We had such great inventory, | had to get as much on the floor as possible in a 


way that excited the customer. 
. Robert Onuska 


tt can hepa in any catagory. Were product-driven, but wete also people- riven, 
Susan Bechdol . 


quit talking......... 


did i Susan makes everybody want.to be on the team. | 
Kim Decker 
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11 years young | 
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) lotorie's, Secret 
‘Stores . os a ee 
~ People, matter, | 


You, the dedicated associates of Victovia's Secret Stores, made 93. 
“the highest volume and most Profitable year in our history. 


io. Sd You didnt wait. for some magic wand or fairy 
. ‘godmother to sprinkle ‘good fortune. Each of you did your job a 
little beifer each day, and took personal responsibility for What — 


: happened. The cumulative effect v was powerful and real. 


Our merchandise matters. We had 
recor d-br eaking results in almost every area of | 
- the business, ‘especially in foundations, fine silks and fragrance. 
That proves that when we develop products that:are fashion. right, 
with quality that beats our competition, we’ re “unstoppable. 


‘ 


; And obviously, profits matter. Last year, we 


substantially increased our income. But the future is what 
excites me. We have the potential to double our size and more than 
double our profitability. It will take all of us, working together and 
Staying. focused on what our customers want. But I firmly believe 


we will at it. We are going for more in ’94, 


. GRACE NICHOLS, President 


"Second Skin Satin our first éolfection: In Spring 92, two of our imertans spotted a 


great product during -@ ten-hour stop in Paris...a stretch satin tallored bra. Back in the 
* States, they worked with an Innovative vendor and a responsive manutac- 

turer'to adapt the basic fabric to the American market. Backed’ s 

by positive tests, our Marketing group developed-a strong 

creative campaigri, creating and copyrighting the Second Skin 

Satin name. We expanded Second Skin Satin ‘into panties, 

added fashion colors and developed a strong marketing cam-. 

paign. In '93,-the Second Skin Satin bra was the best-selling bet- 

ter bra in America — and the Second Skin Collection contributed. 

over r 10% of our sales, ASG 


. We Created a .monster.., It proved that with the 5 tight ecg 


“uct, the best quality, the right positioning: and | strong marketing, we can attract 
more customers than we ever dreamed. - 
Lori Greeley 


would be terrific for panties: too. We really won big by creating a collection. 
7 Kathy ial 


We just had to be very aggressive... . asking how high is high. By marketing 
the panties right, we were able to accelerate sales without lowering our price. 
: _ | Linda Canada 


! 


We positioned Second Skin Satin as the most sensual and modern brand in 
lingerie today. The visuals are dramatic and the name says exactly how it fits 
and feels —like a second skin. = 
, . Joanna Felder 
‘ 

Demand was so high that we just couldn't keep up. We developed a stacked 
storage system — QLD, or quad ‘level. distribution —so that we could pick 22 
sizes at once, 500 units an hour! : , 


Jon Trainer 


All| can say is, we packed a lot of br as... 
Liz Laughman 


Our Store associates were our first Second Skin Satin customers. Once they 
~ were sold on Second Skin Satin, they were able to sell to our customers from 
their own experience. We found that once a customer tried this bra on, she 
had to have more than one. 

Dee Edwards 


Lor and Chris got great reads from the bra.tests, and we saw that the fabric bara 
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| Lane Bryant - 


_What matters? | 


= The amount of novelty 
our customer wanted ‘last year Was staggering, way beyond 
our expectations, We built an entire sweater business around this 
concept. And the novelty: sweaters helped to sell our stirrup pants, 
another key item: 


“We must zer Oo a n on our customer — 
who she is, what she wants, She's telling us that she wants intimate 
apparel, so that’s a whole new category that’s just beginning for us. 


One of our great strengths is our 


people: our Distribution team, our Stores organization and our 
Home Office group of specialists. We've built an entire organiza- 
tion of people who are constantly thinking of new ways to 
improve our business. When associates. talk, we listen. me ve got 
enormous potential in our ranks! 


CHERYL NIDO TURPIN, President 


Sweaters — staying on our toes: Our Spring '93 testing showed 
us real opportunities in sweaters, so we developed ambitious 
plans for Fall. Flexibility was crucial: we changed varieties, colors, 
yarns, button sizes — everything — as customers responded to 
our assortments. This put tremendous strain on our vendors, deliveries and 

distribution systems. But we saw the benefits on the bottom line, in a record-breaking Fall 
sweater business — a double-digit sales increase, with margins up. 


I'd never want to lay it all out and say I'm done. If you don't keep changing, you 
MISS opportunities. 
Greg Gemette 


We had a flag sweater that blew out in Texas, and a crochet sweater in the 
South. We really had to step on the gas...but we did have to ensure quality. 


There was the sweater with headless reindeer, for instance. 
Mary Turk 


‘ 
a 


There were another 400 associates in Distribution. They knew the sweaters 
were hot, knew they were selling — and really treated them with a sense 


“of urgency. 
Steve Haberski 


un..involved. 


every detail...and then seeing one of our sweaters on television, in a crowd at 
an NFL: game. The woman was Clearly: proud to be. wearing it,.and that made 
me proud, too. 

"Kathy Sutter 


| have the same pair at home, 
Slove them! 


Structure . ek 


Put simply, pleasing our customer is what matters. We 
are expanding beyond casual weekend offerings, and 
_ Our customer is telling us how to do it. By analyzing our sales, we 
can determine which pants our customers like to buy with which 
jackets, Le Collezioni, our new tie, blazer and trouser collection, is 


ai 
“Yes, Structure did have 394 stores at 
the end of the year, and yes, we are a power business now. But we 
intend to keep thinking; we-constantly seek creative ways to 


based on’this information. 


keep the business focused. The team we are featuring on the next 


page is an excellent example of innovation, energy and teamwork. 


We started the Structure brand in '90, and grew 
it very aggressively in 93. Our profits and fast sales gtowth indi- 
cate to me that our business is evolving correctly. 


Our merchandising team continues to excel at positioning our mix 
of fashion, quality and obvious value. We are creating a labulous 
knowledge bank. With this information, we can give our customer 


what he wants, when he wants it. That’s what matters to us. 


DAVID MANGINI, President 
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?>NOTHING HAPPENS UNTIL THE CUSTOMER SAVS “I’LLT 
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Breaking the mold: In early November '93, we leamed that we 

could mave into our Oxford Valley store sooner than planned. 

Originally, we expected to open for business in February '94. But 

we jumped at the chance to run the store, and introduce our- 

selves to a new set of customers, during peak holiday time. in just 

two weeks, we did a quick refurbishing, re-planned and re-routed inventory shipments and 
opened the store for business. The customer reaction was immediate. During the holiday 
season, the store's sales topped $500,000. And after January 1, we completed the remodel 
to Structure standarus. 


Store Planning asked if we wanted to move into the store early. Five minutes 


later, we made the decision. That was the easy part. 
Pat McGahan 


When Pat told us about the store, we had to scram ble 


to get the merchandise. But we knew we could do it. 
. Kevin MacDonald 


The Lerner Distribution Center processes our merchandise. | remember that 
day vividly — the whole DC was shaking! The Lemer associates really 
helped pull off the project for us. 


Dale Peterman 
a 
My biggest problem was staffing, because no one knew who we were. Other 
store managers in the district helped out.. Now, Structure is a household name 


in the area. 
Laura Greer 


| By supporting this store opening, co-managers and assistants at the other 
“stores showed their strength. The district didn't miss.a beat... 6... 
a, 2 ‘(Tim Cashel 


ape 
2 
© 
® 
Ld 
A 
4) 
‘he 
© 
) 
2 
= 


-- How.we stay foci 
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“SWE MUST.NOT ONLY CREATE NEW IDEAS, 


WE.MUST EXECUT Him 


7 


gen Me em 6 ae PAE - Because ‘we established. a strong 
"marketing strategy, \ we were able to add. almost 5O million 
- books to our circulation, i increase our customer file to nearly 65 


_ million and baost sales by more than 20%, while achieving. mar: f 


- gins as high as any in the industry. We ‘also continued to: improve. e 
our quality, and our customers recognized it. Our return rates, 
> “which had dropped by ees 2% in 92, fell by another 5% in 93, . 


‘Achievements like these take great attention to . detail. 


We have the brokdést merchandising mix of any of the Litiited® 
divisions, ‘Our customers now look to us for lingerie, fragrances, 
- Sportswear, swimwear, dresses and suits, even shoes. Everything 
" we offer fits our mee and tells a. cohesive fashion story. 


oe 


team — ‘the best and most focuséd team in the business. We count, 


v 


We do it by working like a. ‘champicinship relay 


on. the continued development of our people — both our existing” 
associates and ones-yet to be hired —to keep the business gtow- 
ing, and to keep the Can-do spirit stone. 


CYNTHIA FEDUS, President 


* 


, People power: Early in September, our tests told us that the 
” Christmas season would be strong—-and that we'd need to hire 
1,400 new associates, more than double our usual number. 
Recruiters, Trainers, Schedulers and Managers really pitched in 
_to find and then assimilate these new associates. They did it with 
creativity, high spiritsJlong hours. and lots of patience. Their work’ paid off for the entire 
‘business: we broke every record in December... biggest day, biggest week, biggest month 
ever. If we hadn't had the people to answer the phones, pick the merchandise and pack 
and ship it, we wouldn 't have had: the sales. 


| wasn't sure we could do it: The Sales group provided extra people 
who helped with the interviews. We did over 2,100 and found great peopie. It 
was tiring but exciting. And we succeeded. - 
_ Jenny Hopp 

Our trainers did a super job. Even though ‘the classes wer8 larger than usual, 


the quality was there. : 
Dianne Fenbers 


Scheduling was. very complicated. We worked it out because everyone 
was focused on getting those phones answered. it was fun to watch the mon- 
itor and gee that we had staffed correctly." 

. -° » Marianne Morgan 


I've: worked here for eight years, and this was the smoothest Christmas 

ever. What really made a difference this year was being part of the platting 
| from the beginning, ‘having a goal and making it hagpen. I'm looking forward 
“to next year, when we'll do it again — even better. a (6s 
ay ; Bev McMillan 


Our growth i in’casual sportswear with brand dominance 
has been our —— It will be our future, t 


Its ache because we really pay. attention to our 


tell“us-what- -you-think cards in the stores; we listen to. our pre- 
_ferred Customers ‘when they attend special events; and our district 
sales managers ‘provide monthly information from all of our store 
associates. For example, slim jeans started as a. request during a 


district sales meeting — and contributed almost 50% of our 


denim. business in Fall 93. 


~. This business keeps us moving, keeps us — 


: * thinking And it keeps us young! 
\Y ‘BUSAN O'TOOLE, Prosident: 


ar, 


6 years young = 


‘The clothes kids live ‘In: Our sealant Wilgipess Started from zero, with @ test. in 


December '92, and grew explosively straight through the holidays. The sweatshirts also 
drove a lot of our other. categories, like jeans and mock-necks — clothes kids and teens 

‘live in. Storas came from nowhere to break into our. top 10. And now we have the founda-_ 
tion of an entire active-wear business. 


“ 


We saw tremendous increases in sales every time we landed a new.color or 
anew w logo. Everybody just went on Fed alert. 


Charmaine Jones-Motlagh 


At peak, one store was selling 82 sweatshirts a day. They were flying out. 


Esther Rosario 


The other divisions adapted our sweatshirts. it was great to see The Limited 
Too be the leader. 


Tim Dittmer’ 


WRe!t ay! “HOO! BUL 


Levcie cor CLOTHES 
LIMITED TOO 
> boro! 


We've got next year in the bag. 


© 
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Bath & Body Works — 


‘ 


rf what matters? 


y 
q * 


We have to, generate strong trial 


of our products, and ensure commensurate repeat purclfases by 


exceeding our customers’ expectations. We are totally focused on. 


superior quality and product-plus performarice._ .. 
ft ; : : 


» Weare continuing to ask our customers about their - 


needs and we are testing all of our new products lo be sure that 


they meet our stundards. : : ene. 


Our goal is superior service and products 


in the customer's mind and we are delivering on that goal. 


BETH PRITCHARD, President 


TS IMPORTANT AR FAIR TO 


Let me call you back, my © 
computer just crashed, 7 


100% 


Satisfied with our service. 


We want you te be 


‘ | can't belteve I'm going to be in the 
annuat report with this on my face 


Health and Beauty Farm: Our new line is a store within a store. Our development 
team worked on it for two and a half years, making sure that this luxurious line would dellv- 
er on its promise — even for women who usually don't or can't take the time to pamper 
themselves. Test-marketed in 16 stores across the Country in December '93, the line is 
exceeding all of our expectations. 


We tested early versions, and there were: definitely problems ... like the” 
products that wouldn't come out of the package, or just didn't work. Those 
got culled early in 1 the process. The products that made it to the shelf are great. 


Linge’ 


Jane Rosh 


. 


The other merchants and | aren't the only ones who made inis project a 
SUCCESS. Distiivution, marketing, gift set production, planning, the 
stores... - everyone had anand init. | 


Hope. Marg Klein , 


The most exciting part is seeing customers ga. to the shelves, pick up one of 
our products and put down their hard-earned ‘money for it. We’ ve,created 
something people really want. 

: Sandy Cookerly 


Abercrombie & Fitch Co. 


what matters? 


9 


product is rugged, casual, unique and young. There's a broad range 
of young-thinking, you pirited people, male and 
female, hungry for what we offer. Ait customers are validating our 


"we turned in Abercrombie’ first profitable year since its acquisition. 


at a = : 
To me, that was a big achievement. We 
took an unprofitable business, and made it profitable. We built a 
base for real growth. 
. We just ‘have to stay on course, and we'll become the 
number one auaty sportswear brand i in the country. 


42 


“ 


We've established Abercrombie & Fitch as a brand. Our whole © 


direction: we had double-digit same- store sales gains in Fall *93, and’ 


MICHAEL JEFFRIES, President | 
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Flagship blockbuster: City Center in Columbus, our flagship store, had great results in 
'92—and Posted another double-digit increase on top of that in '93, with record-breaking 
sales, sales per square foot and single-day sales. Our store associates had no magic trick; they. 


just executed the basics well. When the store had its first $100,000 day, Les carne by and 
congratulated the team. He Said that his first store had taken a whole yéar to sell that muchi 


’ We all had stretch goals, and the mindset that we wanted: to be number one | 
*. in the company. It doesn't get any better than this. 


Dana Backer 


We were relentless. We broke up the plan into edible chunks: 
each department, each day, each hour. ; i ates 


* Sean Luckman 


We did it with a lot of coffee, and a lot of sugar. Dana kept saying tous, “You ° 
guys are stars." : nye 


Jeanette Haegele 


Henri Bendel .........: 

We set ambitious goals in our core 
businesses that wuld move the total significantly. ahead, and 
we achieved most of them. One. of our most, notable 


successes was our sweater business. The team's cohesive, ener- 


getic spirit was as important as its financial results. 


‘What matters for the future is that we continue to create the 
most extraordinary shopping experience for our customers We 
understand that she has many choices to fulfill her shopping 
_ heeds. Through understanding her and her lifestyle, we want 
to create the ultimate shopping experience SO that 


she always thinks of Henri Bendel first. 


SUSAN FALK, President 


Henne BENDEL 


New York 


| | WA 


pO. WHAT NEEDS TO BE DONE, OR EVEN JU 
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You'lHove ali the : 
. colors you selected! 


8 years young 


An exploding haciweaes Our sweater business was already significant and growing. But 

. with ambitious goals for '93, and limited display and storage space, the Sweater team 
needed to make sure the merchandise flowed through the system quickly — especially in 
the flagship. New York store. The team found new nooks and crannies throughout the store 
to display the merchandise, and kept’ the stockroom as organized as the selling floor. The 
team did a tremendous job, and our Fall sweater volume was up almost 50% from '92. 


I've been in sweaters five years now, but we had more communication and 
planning than Id ever seen. , 
Kelley Gribbins 


a= ha, 
When | came up with my goals, everyone said I 


very funny. Then everyone went for it, and that'was scary. 
* — * Carol:Dauman’ 


. 


| kept calling Carol, asking her for more sweaters. Shel say “I just sent them 
to you yesterday” And ld say ‘yes, but we need more today!” We never 
hadenoughh = Og 
+ Ossi Peer 


nels " beeen, 


“We opened 38 stores in nine ‘new ‘mathe: We'r Te. 
“very excited ‘about that, ‘pecalisé it means ‘that we re introducing 


Zz 


‘Cacique to many new customers. 


« 


In ‘94; we have’ to improve our ability: 
to aie fashion to our customer as’ fast as in any 
other “apparel. category, because that’s what she expects i in lingerie. 


In addition, our associates are getting ‘the’ training they. need to 


explain how each garment is special in fit, feel and feature. This: 


will improve, our ability to sell the fashion we believe in. 


. 


— GLAINE LEFKOWITH .. 
Executive Vice President and General Manager 


° 


po, TO INVENT AND TO EXPLORE. 


years young — 


The faster we open, ‘the faster we selli wore in 92, our store and distribution 
associates were -already developing ways fo make store openings faster and more. 
efficient. In '93, we refined the procedures. Using night crews, we were evan able to open 
_. two. or three stores on the same. day. Arid.once the stores opened, we hag | record- 
preaking average dolar sales and units per. transaction. a 


I remamiber' when we @ ware first opening store’, wa brought in everyone 
and thelr sister to help. Now we have figured out how to open new stores 
success, in'‘one day, without disrupting our business. 

Kathy Grastataro 


’ 3 re ee cies ' 7 a 6 a . 
When you go this fast, things happen. ‘Our worst nightmare : 
came true when we lost a truck, loaded with merchandise for a new store 
opening, Luekily we found it and were able to open the store the next day. 


e 


ase? i mn Ye + Roxle Dragoo 

Ps, sera? 

. We opened 38 stores in just a year. We were even able to open four stores in 
one week. That's how we know it's working. 

Bea Brown 


Panties must be fung at 
‘strict’standards. 


Who took a flower ; , Opening a Store takes 
amanging class? . a total team strategy! 


. oe . 
-. hs bees meee 
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Penhaligon’s 11: 


We surveyed our shop and mail: ‘order customers to find 
out what they really wanted. In addition to providing fine quality 
fragrances, we are now working on improving’ our service: 
speeding up our Teplenishment systems, providing clear pricing 
and stylish product information, and sending oui- -of- stock items 


to customers postage- -free. 2 oes - cau eats aa 


, 
- 


Our team addressed the issues raised 


by the survey, and their results speak for.themselves. It's lots of 
~-small things, but put together-they have quite an impact. 


Our clistumers were unanimous about one thingxhow.-iderAaie- 


& 
SHEILA PICKLES, Manaying Director 


Name, 


‘4 


ig 
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We're proud of our’ * 
~» custorner Satisfaction, 


Uthittk our shipping Uepartment’s - 
working by fast. 


. 1 

Talking to our customers: We already had @ sizable mail-order business. To improve it, 
our team incorporated ideas from our survey: unobtrusive scent samples, for instance, and 
flat rates for postage and packing. Our shops performed well, but we had almost twice as 


much growth in our mail-order business. And our ene mail-order sales were up more. 
than 25%! 


r 


We asked our customers, “What do you love about us?” and they | - 

told'us. We asked them “What do you dislike about us?” and they told us. 
- . The rest was plain Sailing. 

Lauren Munton  ~ “ ‘ id 
; e 
S :” Our new 0800 Freephone (toll- free) number nevaaded nearly 3,000 
_ ‘Customers to make that cal, - ; : 
Mohammed Nahaboo 


The most exciting part was-when the orders started flooding in, 
’ Although’ we knew we had done all the right things, there is nothing ‘more 
thrilling than Seeing the customers agreeing with you. 
Sandra Nicholson 


ype te 
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Timing is everything 
FS ; 


» Mast Industries Mees 


Our customer. S told 
us ‘that our people mattered most — finding the besf.. .developing 
and motivating our associates to be the industry leaders, Our 
product mattered, Initiating fabric development, new finishing 
techniques and investing in production resources to deliver 
world class fashion, value and quality. Our responsiveness 


~~ mattered. delivering clever solutions quickly, 


That's why we @XPanded our 


global leadership and technical traming programs, réstructured 


our organization into worldwide customer groups and invested in . 
the’ expansion of our. international manutacturing base. We are _ 
‘Prepafed to support the expansion of Mast to $2 billion, making 


us the Preemiinent sourcing company in our r industry, . 


Martin Tusk? President 
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Reengineering: We asked a small group of Mast associates from around the world to 
analyze our business. Surveying cust 


omers, associates and mahufacturers, the team rec- 
ommended reinventing — “reengineering” — our business. We've now begun the process 
of rapidly implementing and sustaining cultural, organizational and process changes. 


te, 


: Te i ) cee ae 
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Working for two months..in clase quarters with three strangers and a shared 
mission taught me more than any Outward Bound experience ever will. 
Honesty, understanding and Support are the magic words: i 


. Lily Eng 


We combined the ideas of our customers and associates into a Proposal that 
will take us-into the ‘next century, Our work was just the first phase. 


Liz Carter 


x . 


As a ten-year veteran of Mast, | am My positive about the fundamental 


Change in our direction and ain more excited and Saeed about our future 
than ever before. 


vim Schwartz Pon 


. : 
It] had a hammer... 


— Store Planning ° 


what matters? 


oe ’ 7 . 


‘Four things. First Our customers — the retail divisions, * 


Mervhandising, Marketing and ‘Store Planning working together 
develop concepts that take the businesses to a new level — like 
Perfumeries at Victortay, Secret Stores. Second Our cys- 
tomers’ customers, If everything's put together right, the Store will 


be a friendly, safe, inviting’ environment where. it’s easy’ to 


find things, get service where it's easy to shop. Third Our 


customers’ stores. In 1993, we built or. remodeled: hundreds of 
stores, factoring in design and construction quality, and.cost and 


‘time constfaints. Designed and built right, the Sores become the 


frame from which the picture —,our merchandise — can be viewed, 


Fourth . Our teamh. Talented people who make it uappen . 
_ every day, refining yo already works — to make it work better: 


oe : : " “CHARLES W. HINSON, Prealdgnt ‘ A 
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. ures: Last: “summer, Bath & Body Works asked our Store Planning team for 
a fR~imaging. Wena to’ find distinctive props and product displays for each of six to gight” 
categories, fram soup. fragrances to face and hair care. We were prepared | for the 70 new 
Bath & Body Works stores: itd) én the Fait — but not with new props and product displays. 


It was a tr emendous task, considering the magni. 


tude of the ileal ae the number of items and the abbreviated time frarne. 


‘ 


Gregory Sehiagel 


=) 1 


Miki, Jodi and | spent an entire day in antique Stores, and ended up with sev- 

eral shopping bags apiece. We brought them to. Bath & Body Worls, and — 

that's how we came up with our direction. 
Donna Rielly 


j. 


! 
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A lot of the props are handmade, and it takes time. We couldn't get the - 
sunflowers to grow any faster, either! 


Miki Betrone - So 


Cost was a factor, but the most important thing ‘was to r oll it out, 


: "Becky Rousseau 


Naat, | think we should, 
‘build it ayer here. 


Limited Real Estate 


what matters? 


Our stores sie to be destinations. 


‘That's why we work with real estate developers and other retailers to 
_ create a great total shopping experience. These efforts help make 
mall and non-mall shopping more exciting, and create better envi- 


ronments for our stores. 


We're also working with developers to build stores which respund to 


the changing needs of our customers and our,retail divisions. 


‘The good NEWS is that there's new capital available for 
the shopping center industry. This allows for renovation of existing 


centers and construction of new centers — providing the. best 


shopping experience for our customers. 


BUCK SAPPENFIELD, President 
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No,-we said we're moving 
to South Dakota! 


A neat pad: Our transactions last year at Northshore-Mall outside of Boston marked the 
"* first time we've created an entire pad of space for our divisions as well as for some other 
retailers. Our team had to address the concerns of the mall developer, our retail divisions 
and the restaurant and record store located in our pad. Our work paid off: our Stores have 
performed well and all the retailers are benefiting from increased customer traffic. 


Becausé of tight timé constraints, there was a lot of trust involved on 
all sides. Fortunately, we already had a good working relationship with this 
landlord from other transactions. We just tried not to let all the paperwork and 
documentation hold us up. 

John Shubitowski 


There were times when we wondered if it was worth the effort. But it has 

turned out to be a success for everyone...and now we're looking at other 

opportunities like this. 
Doug Tilson 


a, 
Usually a project like this would take a good 18 months to two years to com- 
plete. We had to do it in nine ons: The challenge was.to ensure that we : 
were protected but still make the deal happen. , 

Carrie Barclay 


apa 
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_ Limited Credit | _— 
‘Services 0,0 000 


. vw 8 ~ os 
We have two ears and one mouth, and that’s a hint — 
we're supposed to spend twice as much time listening as talking, 
T hat’s why the customer i is at the top of our organization chart. 


We teach our associates how to provide 


“friendly Caring service: to appreciate, affirm, acknowledge 


and assure our customers, As our volume grows, we have to stay 
responsive, a 


t 


Constantly surveying our customers, profiling them and marketing 
Uren to different people — we know w that it will pay off, 


RALPH &. SPURQIN, President 


gn es, 
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iaiackine The Limited Credit Card: In June '93, Limited Credit Services: began to 
work on the launch of a Limited Ctedit Card. Usually it takes six to eight months to roll out 
-a card — to develop all the suppo ing | materials, from ‘applications to statements and 
systems and educate the store associates. With great 
, Our team did it in three months, We just never said no. 


what they do best. . 
Michael Mattevi 


Ed Wolf was amazing. He was able to turn out better designs than any 
_ of our New York design firms. And he never missed a deadline. 
Riccardo Spina 


We threw a party one afternoon for the whole building. We wanted’ 
everyone to be proud that we were able to roll the card out as quickly as we did. 
Tina Paradissis Wagner 2 


| was nine months pregnant. So | guess | worked on two successful 


rollouts. , 
Peg Hansa 


MSELVES AND OUR COMPANY. 
t 


"We add a compétitive edge to the 
business through speed, accuracy and care. “What matiers to us 
is professional and effective logistics: execution, whether in 
_Feceiving and. delivering products: for a retail division, building a 
Distribution Center or supervising a complex’ chain of construc- 


tion, renovation ‘and rélocation. 


‘ Our distribution aid engineering’ associates have to: 


keep ahead: of the goals and directions. of our customers., 


We have to be there for them when they need us. 


C. LEE JOHNSON, President 


’ 


And then you turn right. 


“Chain reaction: To. accommodate’ our alsin’? ' growth, ot taam of Limited Engineering 
Services associates executed a company-wide office and distribution center reorganization 
‘plan involving 11 ‘divisional offices, six distribution ) centers . . : Tand nearly 1.8 million square 
feet. The logistics and planning were particularly complex. because of the chain reactions 
caused by egch move and’ renovation. Nevertheless, our ‘team finished the project on time ' 
and under, budget. Better yet, ‘we developed office and distribution center concepts that 
will serve as poulpes for the future. : 


Ou projects: provide more re pobrtinity 6 every year, as: ‘the ‘company grows, Just 
as we're increasing the efficiency of our ‘distribution centers ‘by improving their 
aa ‘and work fon we have to.do | more things j ina shorter period of time. | 


fet ‘ Carlos ‘Chenubin 


: Frotiy my perspective, the Express office reconfi ee cy the . 
_ Most difficult because Express had very little free office space to begin with... & 
“We had to reconfigure and move 100 people without interrupting ‘the! busi- 
ness, Out goal was to be.as invisible as possible. ‘ 

, ; an “Scott Van Den Berg 


_ Overt the’ course of a year, Our projects touch thousands’ of associates’ It's 
“big responsibilty And ona oo basis, there.i is always’ a ‘challenge. 
_ Amie Penzek- 


“ a a a rr! 


Sere St at ee ee 


Gryphon eae 
_We'adhere to strict quality standards and sta schedules, 
because’ we cannot take shortcuts or sacrifice the integrity of.the 
product. ‘We've ‘created very successful brands for Victoria's Secret 
and Bath & ‘Body Warks, and now we have to make sure customers 
: Stay satisfied and give us repeat sales. We: can't just grow by launch- 


Ing new products: anymore; we've got to build on what we've 
introduced over the f past Several years, ‘while ensuring eens 


We' Te an entr epr eneur ial group, ‘nd | 


we all share in our tremendous growth. ‘We’ re gearing up to 


become a billion- dollar business. People move up here, not 


~ because we create. new management layers for them, but because 
peal prone ealities keep getting larger. 


)° “ROBERT J. RUTTENBERG, President 
tt 


Streamlining: in ‘93, our Operations team Supervised purchasing, 
quality contro! and shipping of over 40 million units Of personal care Products to Bath & 
Body Works, Victoria's Secret and Abercrombie & Fitch. Although this represented a 60% 
jump from 25 million in ‘92, our team k 


‘ept tight control, so that over 97% of shipments left 
our vendors to the distribution centers on time. : 


package Cevelopment, 


‘ 


. 


ners. And 
So we can bring prod- 
Care industry. 


Barry Mathes 


We- know precisely what our retailers want, bacause they're our part 
We stay streamlined: no layers, no bureaucracy. 
* ucts to market faster. than‘anyone else in the personal 


For Bath & Body Woks, we took our normal lead time of 
compréssed it to five, 


‘Dan DiDomenico 


eight weeks. and: 


4 


See 


S the divisions see sell- 
had a last-minute toiletries 


with half a million units per week. Our suppliers ran 
‘seven days a week, three shifts a day and kept quality up. 


We have to accommodate u psi des a 


through in the stores. At Victoria's Secret Stores, we 
Promotion for the holidays, 


Jody Lipsky 
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__Financial Summary | 
, (thousands except per share amounts, ratios and store and: associate data) ey : {. 
: [Net Sales | stzas.ons | senanon [s6.149.2ie | ssasnsoy 
t . ’ 
; jG come Tapas [19900] zona] 1A 
[Operating tovome | 701.886 | Taxon | 1270 | ens 
- ae ’ es 
| [Inne etre Moone Bie | oan | rasao7 [owin [vaste 
; es 
[Net income «| g90.899 |_s5407 [sao [sina , 
Sj Net Income as a Percentage , { poe 
of Sales : 6.6% 7.6% } te 
[| _Per there Resute + esa | Agere 
[Net income *d pst [sito 
7 | sae | sa, Fe 
$4330 
Weighted Average Shares ory 
Outstanding 362,044 on 
$2,871,878 oe 
$1,084,208 | $884,004 
3 28 Pe ws 
| 713.758 | $540,446 on 
[—Debrio-Equiy Ratio are | ae | ae | ce are 
j—Starcolders Equiy saanany | saaersr7 [suatere | sixcoor  t ee 
: * Return on Average ( ' eee ae y 
' Shareholders’ Equit 17% 22% 23% 28% : 
‘ Stores and Associates 
i at End of Year 
a Dial Number of Stows Open - [423 | 4azs | aio | 3760 : 
Pig - [Selling Square Feet —_—* 24265000 2.863.000 | 20.355.000_{17;008,000 
a [_Nunber of Asoxiaes 97.500, | 100700 | aa.ao0 __72:500 


t Fifty-three week fiscal year. 


* Includes the results of companies acquired subsequent to the date of acquisition. 
** Includes the resulte of companies disposed of up to the disposition date. 
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718,843 | 404,321 
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100,186" 76.80 | 365,038 
ae ee aod eee 
$2,418,486 | $2,145,506 | $1,929,477 | $1,726,544 | $1,494,313 ite 
$045,524 $586,827 
24 me: 
suasora | $517,952 | Soxi,oo| $417.20 | so70.74a [150.139] 
36% 
$1,240,454 
nf a a | 3% 
" es Se eS oie ee 
' saa sao7 ns] owt 283] tata] | 
, :4,374,000 | _ 14,296,000 10,460,000 3,067,000 one 
oxo | 56,700] soz 43,200] 33.600] 7.7] 5.300 J 


Results of Operations be 


Net sales for the fourth quarter grew to $2.42 billion, an increase of 4% from $2 319° 
‘billion a year ago (excluding Brylane sales in each period)..Net income was $196 million, 
compared to $244 million last year, and earnings per share were $0.54 versus.$0.67 in 1992.’ . 

_ ” Net sales for the 52-week fiscal year ended January 29, 1994 were $7.245 billion, an, 
increase in excess of $500 million from sales of $6.733 billion last year (excluding, Brylane 
“sales. in each comparable o period) Net income wae $39! million compared to $455 million — 

_ ® year ago, Earnings per share were $1.08 compared to ‘$1.25 last year: 

The women's apparel businesses (Express, Limited Stores, Lerner, Lane Bryant and 

Henri Bendel) had a disappointing year, as their total sales were flat for the year, com 
parable store sales declined 5% and operating income declined in the fourth emits aid 
full year (with the exception of Henri Bendel for the full year). 

In contrast, for the Company's non-women's apparel businesses (Victoria's Secret - 

Stores, Victoria's Secret Catalogue, Structure, The Limited Too, Abercrombie & Fitch Ca, 

’ Bath & Body Works, Cacique and Penhaligon’s), 1993 was a particularly successful year 
as they increased their total sales by 27% and contributed in-excess of 40% of the 
Company’‘s pre-tax carnings. 

Divisional highlights include the following: 

© Victoria's Secret Stores delivered the highest operating income dollars in the 
Company and the best in their history. 

© Victoria's Secret Catalogue produced the best fourth Guat and full year operating 
income in their history. 

* Bath & Body Works had record profitability in the fourth quarter, and the year's 
largest increase in comparable store sales and operating income rate of the Company's 
Gusinesscs. 

© The Limited Too more than doubled their profitability and had record comparable 
store sales in the fourth quarter, and delivered record comparable si store sales and 
their first ever profit for the full year. 

¢ Abercrombie & Fitch Co. more than doubled their profitability i in the fourth quarter, 

and also delivered their first ever profit for the full year. 


Financlal Summary 
The following summarized financial data compares 1993 to the comparable periods for 
1992 and 1991: 
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Increase (Decrease) in Comparable 
Store Sales 

Retail Sales Increase Attributable 
to New and Remodeled Stores 

Retail Sales dlaad Average Selling 
Square 


Ay Store Size at End 
of Year (square feet) 


ye pace Square Feet 


Shas tr, 


square foot. 


Catalogue sales increas 
books mailed, and a slight 


Gross Income: 


The 1993 gross-income rate ‘of 27.0% was 1.7% below the 


margins, expressed as a 


selling space, However, average ‘sales productivi 


Store increased 5%, resulting in a slight decline in ave 


General, Administrative and Store 
General, administrative and store i 


1992 increased 6% to 5,167 


ed 4% in 1992, reflecting a 3% increase 


in the number of 
‘increase in customer demand per book. 


a8 a percentage of sales, decreased by approximately 
&@ gencrally higher level of Promotional activity, 


included the following: the sale of a 60% interest in the Brylane mail order business; the sc- 
celeration of the store remodeling, downsizing and closing program at the Limited Stores and ~ 
Lerner divisions; and the refocusing of the merchandise strategy at the Henri Bendel division. 
The 60% sale of Brylane allows management to increase their focus on growing core 
fetail operations as well as to improve: the operations at underperforming divisions. In an 
effort to: improve the performance of the Conipany’s Limited Stores and Lerner divisions, 
management developed an action plan that focused on underperforming store asscts, with 
the objective of properly sizing these stores and remodeling them in an up-to-date format 
by the end of 1995. In addition, the plan also included the closing of approximately /00 
underperforming stores (primarily in the Lerner and’ Limited Stores retail businesses) and 
a writedown of underperforming assets to net realizable valuc. 
The net: impact -of the restructuring plan, including. the. sale of the Company's interest 
in Brylane, is anticipated to be immaterial to future operations. The Company's reduced 
_ share of Brylanc’s opcrating income is expected to be offset by improved sales productivity 
and reduced depreciation and amortization costs resulting from the restructuring aie ti 
The Company also announced & prograth to repurchase up to $500 million of the. - 
Company's common stock over time as market conditions warrant. As of the end of the 
year, the Company had repurchased 5,287,600 shares at a cost of $93.3 million. Market 
conditions will dictate any future purchases. 


Interest Expense : 
Year-to-Date 
193 i992] 1993 _ | 
Average Daily Borrowings : 
(in miflions) $848.2 $993.7 $822.5 {$1,046.3 $877.4 
Average Effective - 
Interest Rate 1.62% 6.07% 7.76% | 5.96% 7.29% 


Interest expense increased slightly in the fourth quarter and for all 1993 as compared to 
the comparable periods in 1992. Higher interest tates increased costs approximately $3.3 
million and $14.8 million respectively during the fourth quarter and all of 1993. The 
average effective interest rate increased primarily duc to the Company's decision to capi- 
talize on favorable long-term interest rates by issuing $250 million principal amount of 
74% Debentures on March 15, 1993. The effective interest rate increase was offset by 
lower borrowing levels during the fourth quarter and all of {993 which resulted in fower 
interest costs of approximately $2.2 million and $13.3 million, respectively. 


Operating Income 
Operating income, as a percentage of sales, was 9.6%, 11.4% and 11.6% for fiscal years 
1993, 1992 and 1991. The decrease in 1993 was principally duc to the 1.7% decline in 
gross income rate as discussed in more detail above. 


Gain on Issuance of United Retall Group, Inc. Stock 
The 1992 results include a $9 million pre-tax gain which resulted from the March, 1992 
initial public offering of United Retail Groyp, Inc. (URGI), a specialty retailer of large-size 
woman's apparel. URGI sold approximately 3.7 million shares of common stock at $15 per 
share and received total consideration of approximately?$55.6 million. Prior to the initial 
public offering, the Company owned approximately a 33% equity interest; subsequent to the 
initial public offering; the Company's ownership was diluted to approximately 20%. See 
Note | to the consolidated financial statements for further discussion of this matter. 


Acquisitions ; 
Gryphon Development, L.P. (Gryphon) creates, develops and manufactures most of the ; 
bath and personal care products sold by the Company. Prior to June 1, 1991, the Company 
owned approximately 50% of Gryphon and accounted for such investment using the equity 
_ method. Effective June 1, 1991, the Company acquired an additional 15% of Gryphon 
for $18.75 million and began including Gryphon in its consolidated financial statements. _ 
Effective April 10, 1992, the Company acquired the remaining 35% of Gryphon for 
approximately $60 million and separately entered into a non-compete agreement. with 
certain of the former Gryphon partners in return for warrants to purchase 1.5 million © - 
shares of the Company's common stock. This acquisition had no material effect on the 
- Company's: results of operations or. financial condition. ‘, 


“Management's Discussion and Analysis « 
Financial Condition et 
‘The Company's balance sheet at January 29, 1994 provides continuing evidence of financial 
. Strength and flexibility. The Company's debt-to-equity ratio was only 27% at the end of - 


1993 and the current ratio exceeded 3.1..A more detailed discussicn of liquidity, capital - 
resources and capital expenditures follows: a ty , 


Liquidity and Capital Resources ae eon 

_ Cash provided from operating activities, cornmercial paper backed by funds available under 

‘ committed long-term credit agreements and. the Company's. capital structure continue. ta. 
provide the’ resources to support operations, including projected growth, seasonal require- | 
ments and capital expenditures. A summary of the Company's working capital position and 


capitalization follows: se 
"Ghousands [993 om 

"Cash provided by -operating activities $754,128. | $475,637‘. 

i $1,063,352 


Working. capital $1,513,181 


Lee. 


nee 


ates 


Capitalization: . ia ; ; 
a Long-term debt $650,000 $541,639 $713,758 
os Deferred ‘income taxes 275,101 274,844 267,315 
s | a Shareholders equity Vou 2,441,293 . 2,267,617 1,876,792 
me if Total capitalization $3,366,394 - $3,084,100 $2,857,865 
e. i ___ $840,000 | $811,000 $536,000 
ee The Company considers the following to be several measures of liquidity and capital 
.f { resources: 
ae See ee a EY 
acd Debt-to-cquity ratio (long-term debt 
eM divided by sharcholders’ equity) : 27% 
, Debt-to-capitalization ratio (long-term 
: ar debt divided by total capitalization): 
Re 


laterest coverage ratio income before interest - 
expense, depreciation, amortization and 
income: taxes divided by interest expense) 


Cash flow to capital investment (niet cash 
provided by operating activitics 
divided by capital expenditures) 


Net cash provided by operating activities totalled $448.1 million, $754.1 million and 
$475.6 million for 1993, 1992 and 1991 and continues to serve as the Company's primary 
source of liquidity. During. 1993 and 1992, cash provided by operating activitics and the 
proceeds from the sale of a 60% interest.in the Brylane division exceeded cash require 
ments for capital additions, business acquisitions and.dividend payments. 
Depreciation and amortization have increased as a result of the Company's continued 
investment in new and remodeled stores, Cash requirements for accounts receivable grew 
from the introduction of proprietary credit cards at the Limited Stores, Structure and 
’ Victoria's Secret Catalogue divisions during 1993. Cash requirements for inventories and 
* accounts payable and accrued expenses have varied during the three year period- based- on- 
js Sales volumes. ‘ 
| Investing activities included capital expenditures, primarily new and remodeled stores, the 
sale of 60% of the Company’s interest in Brylane, reduced by income taxes on the gain on 
sale, and the two-step acquisition of Gryphon. 
Financing activities included $93.3 million of common stock the Company repurchased 
in the fourth quarter, representing approximately 5.3 million shares. Cash dividends paid 
. by the Company. in 1993 increased 29% over cash dividends paid in both 1992 and 1991, 
At January 29, 1994, the Company had available $840 million under their long-term 
| - credit agreements. In addition, the Company currently has the ability to-offer up to $250 
| million of debt securities and’ warrants to purchase debt securities under a shelf registration _ 7 
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statement after giving effect to the sale by the’ 
" 7%% Debentures due 2023. « 


‘Capital expenditures amounted to $295.8 million, $429.5 million and $523.1 million for 


1993, 1992 and-1991, respectively, of which $198.1 million, $258.2 million and $311.6 mil- 
lion were for new. stores and remodeling and expanding existing stores. Approximately $29 
million was expended in 1992 for the completion of the fulfillmer# center and-office facili- © 

ty in Columbus, Ohio for Victoria's Secret Catalogue. In addition, office facilities previously 

“” committed ‘unider a long-term lease. were acquired in 1992: for approximately $101 million, - - 

"| -. The Company. anticipates spending $375-$400 million for capital. expenditures in 1994, 

~ of which $275-$300 million will be for-new stores, the remodeling of existing stores and 
related improvements tor tle, retail vusiesses: The Company expects that substantially all 

1994 capital expenditures. will be funded by net cash provided by operating activuics. _ 

’* ‘The Company:has announced. its intention to add approximately 2.1 million selling . 
square feet in. 1994 which will result in-a 9% increase over year-end 1993. It is anticipated, 
the increase will result from the net addition of approximately 380 new stores and the 
remodeling of approximately 250 stores. A summary of stores and. selling square feet by 
division for 1992 and 1993, and goals for 1994, follows: 


pany, in March 1993, of $250 million 


Lerner New York 
Stores 
Selling Sq. Ft. 


16 746 
Selling Sq Fl. ; 4,402,000 | 4,482,000 


Victoria's Secret Stores i 
Stores. 
Selling Sq. Ft. 


Lane Bryant 
Stores 


Selling Su, Ft. 


Structure 

Stores 

Selling Sq. Fi. 

The Limited Too 
Stores 

Selling Sq. Ft. 


Selling Sq. Ft” 
Abercrombie & Fitch Co. 


Stores 
Selling SG Ft. * 


Henri Bendel 
_ Stores 
“Selling Sq. Ft 


Stores. 
Selling Sq. Ft. 


Penhallgon’s 
Stores 
Selling Sq. Ft. 


Tota) Retall Divisions 
Stores 


Selling Sq Fi. 


>WE WILL MAINTAIN THE FINAR 


" ‘The Company's results of operations and financal condition are presented based | upon - 
historical cost. While it is difficult to accurately measure the imipact of inflation due to- 
the imprecise nature of the estimates required, the Company believes that the effects of 
Inflation, if any, on the nulls of jnecations and financial condition, have been mifor. 


‘Effective ‘January 31, 1993, the Company adopted Statement of Financial ncsibidag : 
. Standard. (SFAS) 109, “Accounting for. Income Taxes.” No cumulative effect adjustment was 
" Tequired as the difference in deferred income taxes under SFAS 109 and APB Orinion Mt” 
was immaterial. The impact of adoption on | the current year was also-immaterial, 

*"1:, On August 10,°1993, the Federal income tax rate was retroactively increased 1%, to 350 
. for 1993. As a: resultft i is estimated that the Company's effective tax rate will.increase to - 
40% from 39% in future periods, There was no: material impact. from ‘adjusting tax liabilities 
as a result of this retroactive. increase. The sre os eesti tts i increase will not have’ a. 

significant impact on ‘future’ ee 2 


- “SFAS 112, balers Accounting for Pookie: Benefits” ‘was 5 issued by des 2 
~: Financial Accounting Standards Board (FASB) in January, 1993, The Statement essentially 
” Tequires, beginning in 1994, use of the accrual method of accounting for. postemployment 
‘benefits such as Salary continuation, severance pay, supplemental unemployment and dis-. 
ability related benefits if certain conditions are met. The Company believes that this pro- : 
‘nouncement’ will have no. material impact on the Company's financial statements under its 
current benefits structure, 


3} Consolidated Statements of Income _ 


Net Sales ; $6,149,218 


“Costs of Goods Sold,- a fies 
Occupancy and Buyin; : i Y : ‘” (4,355,675) 


Gross Income 


"General, Administrative 
and Store Oper 


- 788,698. 
-- (62,398) 
- 10,080 


Gain on Issuance’ of United 
Retail Group Stock 


Income Before Income Taxea_- 


Provision for Income Taxes 
Net Income Per Share 
The accompanying Notes are an integral part of these Consolidated Financial Statements. 


Net Incom 


Br millions] CAGR 19°. f 


$7 
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“Consolidated Balance Sheets 


837,377. 
1,784,130 


1,813,948 . 


Total Assets 4 teint * . 84¢ 
Uabliities and Shareholders’ qu 


Accounts Payable 
| Accrued Expenses 


Long-Term Debt 

Deferred incomé Taxes 
Other Long-Term Liabilitie 
Shareholders’ Equity | 


Pa: 
2 

2 

c 

3 
Bla leolm | 
[—) we 


__-_ 189,727 
Paid-in Capital 
__ Retained Earnings 2,136,794 


Less: Treasury Stock, at cost’: : ; 
Total Shareholders’ Equity ; 2,441,293 2,267,617 
| Total Liabilities and Shareholders’ Equity... | $4,435,005. | $3,846,450 


iCTIONS—TO NEW AVENUES OF DELIVERING MERCHANDISE 


Sit Sedna crea SAS Se lk 0 as 


Common Stock 
Shares 


Net Income | rae: 


| Cash Dividends 


189,727" 


EE _ 


\The accompanying Notes are an integral part of these Consolidated Financial Statements. 
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ib ARWE’ VE CLEARLY LEARNED THAT TEAMWORK IS KEY TO 


a eet oS cea 


Cash Flows from Operating Activities 


Impact of Other Operating 
Activities. on.Cash Flows 


(2,61 
(219,534) 


Other Assets arid Liabilities : (97,784) 


Net Cash Provided by 
ql Operating Activities 448 


Investing Activities : 


.__ (65,536) 

144,884) 
‘8,792 
30,371 
20,897 


(73,657). 
118,289 


82,369 
26,198 


754,128 |. 475,637 


¢ 
a} ls Soe 
a a] oe 


3 . 


(298,804) | (429,545) |" (523,082) 
Businesses: Acquired (60,043) (18,750) 


Procceds from Sale of Business . 


47s) |_| 
(75,554) | (489,588) | (541,832) 
aa 

(25,939) (322,119) 223,312 


Net (Repayments) Proceeds of i 
(50,000) 


— 


Commercial Paper Borrowings 
and Certificates of Deposit 


of Unsecured Notes 150,000. 
Dividends Paid 68 (101,730) (101,141) 
| | 
14,579 
Gaal 
by Financing Activitles (93,262) (257,040) 86,750 
279,3: 20555 
41,23 13,180 
$320,558 - 12 $33,735, 


The accompanying Notes are an:integral part of these Consolidated Financial Statements. 
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RESPONDING TO THE MARKETPLACE. 


ae es Ci Noes to Coasclidated. Financial Statements 


(thousands ¢: cept per, share anxounta) 


ee 6° oace mr Summary of Significant Accounting F Policies 
SF nie Ne ee Principles of Consolidation 1 


The cohsolidated financial statements include the accounts of The Limited, Inc. ae Company) 
and all significant subsidiaries which are more than’ 50 percent owned and controlled, Al signifi- 
‘cant: ‘intercompany balances and transactions have been eliminated in consolidation. 

, “investments i in. other entities (including joint ventures), which are more than 20 Bat 
‘owned, are accounted for on the equity. inethiod. 


~Flacal Year ae se 


"The Company's fiscal year ends on the Saturday closest to Ianuary 31. Fiscal years’ are rare 
the finggrial statements and notes by the calendar year in which. the fiscal year commences. 
f iBayor fiscal year 1993, 1992 and 1991 represent the 52-week 5 Period ended January 29, 

i 30, 1993 ancNFebruary 1, ee 
Gash ha Equivalents 
* Cash: and equivalents include amounts on deposit with financial institutioris and money market 
, investments at original maturities of less than 90 days. 


“Invettories 
Inventories are principally valued at the lower of average | cost or market, on a fi nat-in Gitout 
_ basis, utilizing the retail method, 


‘' 


ae _ Property and Equipment 


: 5 " Depreciation and amortization of Broperty and équipment are computed for financial reporting ; 
Pete Purposes on a straight-line basis, using service lives ranging principally: from 10-30 years for build 7 
Ay { - _ itigs. and improvements and 3-10 years for other property and equipment. The cost of assets sold or 


. °,,.fD , tetired and the related accumulated depreciation. or amortization are removed from the accounts 
aa: ‘ with any resulting gain or loss included in net income. Maintenance and repairs are charged to 
Ae ke 5 expense as incurred. Major renewals and betterments which extend service lives are capitalized. 


Goodwill Amortization 
; z Goodwill represents the excess of the purchase price over the fair value of the net assets of 
Sh af ERS os U "acquired companics, and is amortized on a straight-line basis principally over 30 years. 


ees: Interest Rate Swap Agreements 
In. 3 Poy The difference between the-amount of interest to be paid and the amount of interest to be 
f Mes AD 8 received under interest rate swap agreements due to changing interest rates is charged or credited" 
: bg to interest expense over the life of the swap agreement. Gains and losses from the disposition of 
ES ee Swap agreements are deferred and amortized over the term of the related agreements 


income Taxes ! 
” Effective January 31, 1993, the Company adopted Statement of Financial Accounting Standards 
(SFAS) 109, “Accounting for Income Thxes”” SFAS 109 requires a change from the deferred method 
of accounting for income taxes to the liability method. Under this method, deferred tax assets and 
liabilities are recognized based on the difference between the financial statement carrying amounts 
~ Of existing assets and liabilities and their respective tax bases. Deferred tax assets and liabilities are 
measured using enacted tax rates in effect in the years in which those temporary differences are 
expected to reverse. Under SFAS 109, the effect on deferred taxes of a change in tax rates is recog- 
nized in income in the period that includes the enactment date. Under the deferred method, which 
was applied in 1992 and prior years, deferred income taxes are recognized for income and expense 
items that are reported in different years for financial reporting purposes and income tax purposes 
using the tax rate applicable for the year of calculation. Under the deferred method, deferred taxes 
are mat esd for sobeesuecd chang in tx ene 


Shareholders’ Equity 
~ Five hundred million shares of $.50-par value common ‘stock are authorized, of which 357.8 
_ million and 362.6 million were outstanding, net of 21.7 million shares and 16.8 million 
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s. 
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shares held in hoary at January 29, 1994 and i haoaars 30, 1993, Ten million shares of 
‘st 00 par value preferred stock are authorized, none of which has been issued. 


-Net Income Per Share 
- Net income per share is computed based upon the weighted average rained of outstanding 
‘common shares, including the effect of stock options. There were 363.2 million, 3637 million 
and 363. 6 million weighted average outstanding shares for 1993; 1992 and 1991. 


“Issuance of Subsidiary Stock 
- Gains or losses resulting. from stock issued by a subsidiary of the Company are recognized 
in current year’s income. In 1992, the Company recognized a $9 million: pre-tax. gain 
which resulted from the March, 1992 initial public. offering of the United Retail Group, . 
Inc. A more detailed discussion of this matter is included under the heading “Gain on 
~Assuance of United Retail Group, Inc. Stock” in Management's Discussion and Analysis on’ 
_ Page 68 of this Annual Report: - 


* 


‘2 Special and Nonrecurting items: 
During 1993, the Cornpany approved a restructuring plan which includes the following 
components: the'sale of a 60% interest in the Brylane mail order busiriess; the acceleration 
of store remodeling, downsizing and closing program at the Limited Stores and Lerner 

_ divisions; and the refocusing of the merchandise strategy at the Henri Bendel ‘division. 

On August 31, 1993, the Company sold 60% of its interest in the. Brylane mail order 
business, receiving $285 million in cash proceeds. The transaction resulted in a pre-tax 
gain of approxintately $203 million. Brylane distributes apparel through Lane Bryant 
Direct, Roaman's and Lerner Direct Catalogs. 

To improve the underperforming divisions and expedite their turnaround, the Company 
decided to remodel and downsize a number of Limited and Lerner stores. The store 
remodels include both the expansion of store size and relocation of stores to other locations 
within the same mall. In either case, a remodel involves the destruction of certain existing 
assets. The downsizing of stores reduces the size of stores with substandard productivity 
and profit performance. The provision for remodels and downsizing aggregates approxi- - 
mately $35 million and includes the net book value of fixed asset writeoffs and lease 
termination payments. 

In addition, the Company decided to close underperforming stores, primarily in the 
Lerner and Limited Stores retail businesses. These closings have been identified based on 
_ the profit performance of the store and an assessment of the quality of the real estate. The - 
provision for store closings aggregates approximately $22 million and includes the operating 
losses through the date of closing, the net book value of abandoned fixed assets and lease ' 
termination payments. 

This program includes the remodeling, downsizing and closing of approximately 360 
Limited and Lernef stores. by the end of 1995. The Company has closed approximately 
60 of these stores and remodeled ‘approximately:50 stores as of year-end, 

The Company also estimated that, based on expected future cash flows, there was fio 
expectation of realizing through future operations the existing carrying value of certain 

* fixed and intangible assets at Lerner, Limited Stores‘and Henri Bendel, and other assets, 

and accordingly recorded a charge of approximately $143 million to reduce their net book 

value to an amount considered realizable in future periods. 
The charges for these actions totalled approximately $200 million, of which approximately 
$173 million relates to non-cash charges for asset impairments, remodels and store closings. 
A further discussion of this matter is included under the heading “Special and Non- 
recurring Items” in Management's Discussion and Analysis on page 67 of this Annual Report. 


3 Accounts Receivable 
Accounts receivable consisted of: 


ae ea ME |e) RT 
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ae, 


OI, 


a le provision for uncollectible accounts 
$40.0 million anid. $50.6 million in 1993, 1992 and. 1991, These 
amounts are classified as components of the cost to administer the deferred Payment program 


and are included in general, administrative and. store operating expenses. oe 


4 Property and Equipment : 
Property and equipment, at cost, consisted of: 


depreciation and amortization 
Property and equipment, net 1% 


[Store Rents 


Fixed minimum $498,607 $380,291 
Contingent 19,043 22,555 
-_ 402,846 


L_$89200§ | 3384878] saat sao] 


At January 29, 1994, the Company was committed to ron 


6 Long-Term Debt 
Long-term debt consisted of: 


$541,639 | 


OE OM, 


ore 


ee tae Fe aid tats 


‘’* The Company maintains two revolving credit agreements (the “Agreements”) totalling $840. 
million. One Agreement provides the Company available borrowings of up to $560 million. 
The other Agreement provides. World Financial Network National Bank, a wholly-owned 
consolidated subsidiary. available borrowings of up to $280 million, Borrowings outstand- 

‘ing under the Agrecments are due December 4, 1997, However, the revolving terms of 
each of the Agicements may be extended an additional two years upon notification by the 

Company on the second and fourth anniversaries of the Effective Date, subject to the 
approval of the iending banks. Both Agreements have similar borrowing options, including 
interest ratcs which are based on cither the lenders’ “Base Rate,” as. defined, LIBOR, CD- 
based uptions or at a rate submitted under a, bidding process. Aggregate commitment 
_ and facility fees for the Agreements approximate 0.15% of the total commitment, Both 
Agrecments and certain of the Company's other debt agreements place restrictions on the 
‘amount of the Company's working capital, debt. and net‘worth. No amounts were outstand-- 
ing under the Agreements at January 29, 1994, 

* Both Agreements support the Company's commercial paper program which funds work- 
ing capital and other general Corporate requirements. No commercial Paper was outstand- 
ing at January 29, 1994, . i 

In February, 1993, the Company amended its shelf registration statement enabling it to 
issue up to $500 million of debt securities and warrants to purchase debt securities, 
Following the $250 million issuance of 74% Debentures due 2023 on March 15, 1993, the 
Company has $250 million remaining under its shelf registration statement authorization, 

At January 30, 1993, the 8.61% Notes, the commercial paper and the certificates of 
deposit were classified as long-term based on the Company's intention and ability to refi- 
naitce the obligations on a long-term basis. Following the $250 million issuance of 74% 
Debentures in March, 1993, the Company retired the 8.61% Notes upon their maturity in 
December, 1993 and now classifies commercial Paper and certificates of deposit as current 
liabilities based on their maturity. ; ‘ 

All long-term debt outstanding at January 29, 1994 and January 30, 1993 is unsecured, 

The Company periodically enters into interest fate swap agreements with the intent to 
manage the interest rate exposure of its debt portfolia At January 29, 1994, the Company 
had two interest rate swap Positions outstanding, cach having a $100 million Yiotional prin- 
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| cipal amount. One contract effectively changed the Company's interest rate exposure on 
é i ; $100 million of variable rate debt to a fixed rate of 8.09% through July, 2000. The coun- 
nae ra terparty to the swap contract has an option to cancel the remaining term of the contract in 
; 2 e J July, 1995. The second contract effectively changes the interest rate on $100 million of 


fixed rate debt to a variable rate through November, 1995, 


No long-term debt matures in years 1994-1998. Interest paid approximated $57.4 
million, $60.0 million and $58.2 million in 1993, 1992 and 1991. 


7 Income Taxes 


As discussed in Note 1, the Company adopted SFAS 109 effective January 31, 1993. No 
Cumulative effect adjustment was required for the adoption as the difference in déferred 
income taxes under SFAS 109 and APB Opinion 11 was: immaterial. The impact of adop- 
tion on the current year was also immaterial. ; 


The provision for income taxes consisted of: 


$173,700 
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2?OUR FINANCIAL GOALS REQUIRE US TO STRETCH BEYOND OUR | 


~The Pies commune of ‘pre-tax income, arising =i from overseas acta: opera-~ 

tions, was $54.8 million, $58.7 million and $44.5 million in 1993, 1992. and 1991. 

= A reconciliation between the statutory Federal income tax rate and the effective i income 
- tax rate follows: 


Federal income tax.rate | | 38.0% | 


State income tax, “net of 


‘Income taxes payable inoluded current deferred tax assets of $411 nfillion and $19.6 million 
at January 29, 1994 and January 30,1993, The effect of temporary differences. which gives” 
‘ rise to deferred income tax balances at January 29, 1994 was as follows: 


ee 
(123,539) | $(123.539)_| 


Undistributed earnings of i 
foreign ailie (103,485) (103, 485) 


(9,171) (39,171) 
___ $8681 


For the years 1992 and 1991, deferred income tax expense resulted from timing differences i in 
the recognition of income and expense. The lcomponents of the deferred tax provision follow: 


Income ‘tax ajniens approximated $291.3 million, $199.8 million and $212.4 million for 
1993, 1992 and 1991. 


8 Stock Options and Restricted Stock 
Stock options are granted to officers and key associates based upon fair market value at the date 
of grant. Option activity for 1991, 1992 and 1993 follows: 


Number of Weighted Average 
Shares Option Price Per Share 


Desiansing Options, — A, 1991 5,796,000 $14, 26 


"Activity during 1992: Granted 
Exercised 
Cancelled 


Outstanding Options, January 30, 1993 
_ Activity during 1993: Granted 
Cancelled 


ie miata Sia eaee ke ees 1994 as _ 
_ compared to. 74 million shares available at January 30, 1993 and 8.5 million shgres available 
* at February 1; 1992. Approximately 7.2 million shares of the Company's common stock were 
Fee ene en 3 aaa Nee eee Waker 7 1994, 
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In 1993, $9000 d shares of the Company's common stock. were granted to certain 

“officers and key associates. The market value of the shares at the date ‘of grant amounted to 

" $12.7 million and.is recorded within treasury stock in the accompanying consolidated finan- 
cial statements. The market value is being amortized as compensation expense over the vest- 
ing period which ranges from four to ten: years.'Compensation expense of $1.3,million was 
recorded in 1993. ons ene enY Sk ne 


: 9 Retirement Benefits  _ oats vs eye gee 
The Company sponsors a defined contribution retirement plan. Participation in this plan 
~ i available to all associates who have completed 1000-or more hours of service with © 
- the Company during certain 12 month periods and attained the age of 21; Company 
contributions to this plan are based on a percentage of the associates’ annual compensa- 
tion. The cost of this plan was $25.9 million in 1993, $20.1 million in 1992 and $163 
million in 1991. _ . . 


t 
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10 Finance Subsidiary — 
World Financial Network National Bank, a wholly-owned consolidated finance subsidiary, 

' provides private label. credit card lines to the customers of certain retail affiliates, Condensed 
financial information of the finance subsidiary follows: 


jp Assets Sa 29, 1998 [tan 30, 1993 


Credit gard receivables, net of é ; 
allowance for uncollectible accounts $978,500. $731,000 


[| Other awetynet T8000 «| SS«Ci20 500 
pF sii08,5007 [$751,500 
|_Usblities and investnient || 

Certificates of deposit : $15,700 | $12,200 ‘| 


and affiliates of The Limited, Inc. aa 18, - 6,400 
|_ Investment of The Limited ines | SdTSSC~*d 
Subordinated debt = "665,200 
| Equity investment, | 800 «| SCr200 | 
P| _ 81,018,800, |, $751,500 | 


Holders of credit cards issued by the finance subsidiary are located throughout the United 
States, and have various available lines of credit which are subject to change by the finance 
subsidiary. The credit cards are used to purchase merchandise offered for sale by affiliates. 


1i'Disclosures About Fair Value of Financial Instruments 
The following methods and assumptions were used to estimate the fair value of each class 
". of financial instruments for which it is practicable to estimate that value: 


Current assets and current Ilablilities 

The fair value of cash and equivalents, short-term borrowings, accounts payable and ’ 
accrued expenses approximate fair value because of their short maturity, The carrying 
amount of the credit card receivables approximates fair value due (o the short maturity and 
because the average interest rate approximates current market origination rates. 


Long-term debt ea ; aes ees, 
The fair value of the Company's long-term debt is estimated based on the quoted market 
prices for the same or similar issues or onthe current rates offered to the Company for 


debt of the same remaining’ maturities, 


interest rate. swap agreements |. me 
The fair value of interest rate swaps (used for hedging purposes) is thé estimated amount 
_, that the Company would receive or pay to terminate the swap agreements’at the. reporting 
‘ date, taking into account curreht interest rates and the current credit-worthiness of the 


ve] An 


Summarized quarterly financial results for 1993 and 1992 follow: 


; 


_.357,938 |" 410.932; 


OUR SHAREHOLDERS’ 


We have audited the. ‘accompariying ‘consolidated balnacs sheets of The. Limited, inc. ae 
_ and subsidiaries as of January 29, 1994 and January 30, 1993,: ‘and t the related consolidated 
- statements, of i income, shareholders’ ‘equity, and cash flows for each of the three fiscal yoars 
in the period ended January 29, 1994 (appearing on pages 72 through 83), These financial 


~ statements are the responsibility of the Company's management: Our Fesponsibility is to 
.. express an opinion on these financial statements based on ‘our ‘audits, 

We conducted our audits in accordance with generally accepted auditing standards, - 
"Those standards require that ‘we ‘plan and perform the audit to obtain reasonable assurance 
about whether the. financial statements are free of material misstatement, An audit includes 
examining, on a test basis, evidence supporting the ‘amounts and disclosures in.the financial 
statements. An audit also includes assessing the accounting principles used and significant 
estimates made ‘by management, as well as evaluating the overall financial statement pre- 
sentation. We believe that our audits provide a reasonable basis for our opinion. 

"In our opinion, the financial statements referred to above Present fairly, iri all material 
respects, the consolidated financial position of The: Limited, Inc. and subsidiaries ‘as of 
January 29, 1994 and January 30, 1993 and the consolidated results of their operations and 
their cash flows for each of the three fiscal years in the period ended January 29, 1994 in 


conformity with generally accepted sccoponinng brinciples. 


‘COOPERS & LYBRAND 
‘Columbus, Ohio’ 
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Think you've got the picture? 


Think again. 


The Limited, Inc. 

Three Limited Parkway 
PO. Box 16000 
Columbus, Ohio 43216 - 


